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MBONAMBl MUNICIPALiTY 
STATEMENT OF FINANCIAL POSITION 
as at 30 June 2009 


ASSETS 

Current assets 

Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Other receivables from non-exchange transactions 
VAT receivable 
Unspent Conditional Grants 

Non-current assets 
Property, plant and equipment 
investment property carried at cost 

Total assets 

LIABILITIES 
Current liabilities 

Trade and other payables from exchange transactions 
Consumer deposits 
VAT payable 

Payments received in advance 
Current provisions 
Bank overdraft 

Current portion of unspent conditional grants and receipts 

Non-current liabilities 

Non-current unspent conditional grants and receipts 


Total liabilities 
Net assets 

NET ASSETS 

Reserves 

Accumulated surplus / (deficit) 
Total net assets 


Note 

2009 

2008 


R 

R 

1 



2 

d 0 0 0 D d / 

1 .UUU.U 1 n 

3,174,216 

3 

756,653 

2,978,150 

9 

1,578,155 

1,987,858 

12 

6,632,195 


4 

18,364,768 


5 

1,590,000 



30,760,585 

8,140,224 

6 

26,726,761 

3,104,955 

7 

2,264 

8,464 

8 

124,286 

- 

10 

1,869,587 

- 

11 

1,167,826 

810,700 

1 

13,994,017 

5,639,637 

12 

- 

11,260,125 

12 

- 

- 


43,884,742 

20,823,881 

1 


(13,124,157) I 

(12,683,657) 


(13,124,157) 

(12,683,657) 


(13,124,157) 1 

(12,683,657) 
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iVIBOHAMBl MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
for the ysar ended 30 June 2009 



Note 

2009 

R 

2008 

R 

Revenue 

Prooertv rates 

13 

2L71798 

3,379,457 

Service charges 

14 

184,554 

167,420 

Rental of facilities and equipment 

15 

119,015 

70,027 

Interest earned - bank accounts 

16 

60,014 

40,281 

Fines 


3,627,383 

7,060,016 

Government grants and subsidies 

17 

26,966,142 

31,407,171 

Other income 

18 

1,879,132 

1,337,156 

Total revenue 

= 

35.308,037 

43.461.528 

Expenses 

Employee related costs 

19 

11,450,417 

13,638,099 

Remuneration of councillors 

20 

4,081,229 

2,994,624 

Depreciation and amortisation expense 

21 

1,701,241 

“ 

Repairs and maintenance 


1,879,363 


Finance costs 

22 

619,541 


Contracted services 

23 

3,482,436 

- 

General expenses 

24 

10,892,732 

32,390,921 

Total expenses 

= 

34,106,960 

49,023,644 

Gain / (loss) on sale of assets 

Surplus / (deficit) for the period 

25 

1,201,077 

(5,562,116) 


Surplus / (deficit) for the period 


'5,562,116) 




MBONAMBI MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
as at 30 June 2009 




iVIBONAiViBl MUNICIPAUTY 
CASH FLOW STATEMENT 
as at 30 June 2009 

Note 


CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts 

T sxsiion 

Sales of goods and services 
Grants 

Interest received 
Other receipts 

Payments 

Employee costs 
Suppliers 
Interest paid 
Other payments 

Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of fixed assets 
Proceeds from sale of fixed assets 
Proceeds from sale of investments 
Purchase of foreign currency securities 
Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from borrowings 

Repayment of borrowings 

Proceeds from finance lease liability 

Repayment of finance lease liability 

Net cash flows from financing activities 

Net increase / (decrease) in net cash and cash equivalents 
Net cash and cash equivalents at beginning of period 
Net cash and cash equivalents at end of period 


26 


27 


2009 

R 

2008 

R 


33.890.609 


33,499.260 

40,281 

351.068 

21,175.446 I 


21,175,446 

12,949.332 

12,715,163 

(20,066,009) 

(7,842,226) 

(20,066.009) 

(7.842.226) 


- 

- 

(8,354,380) 

(5,639,637) 

4,872,937 

(13,994,017) 

4,872,937 




MBOUmSl MUNICiPALiTY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ended 30 June 2009 


1 BASIS OF ACCOUNTING 

1.1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis OT accounting and 
are in accordance with historical cost convention unless specified otherwise. These annual 
financial statements have been prepared in accordance with the Generally Recognised 
Accounting Practice (GRAP) issued by the Accounting Standards Board in accordance with 
Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 


These standards are summarised as follows: 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statement 

GRAP 3 

Accounting Policies , Changes in Accounting Estimates and Errors 

GRAP 4 

The Effects of Changes in Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consoiidated and Separate Financial Statements 

GRAP 7 

Investments in Associates 

GRAP 8 

Investments in Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Hyperinflationary Economies 

GRAP 1 1 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events After the Reporting Date 

GRAP 16 

Investment Properties 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 100 

Non-current Assets Held for Sale and Discontinued Operations 

GRAP 101 

Agriculture 

GRAP 102 

Intangible Assets 


Accounting policies for material transaction, events or conditions not covered by the above 
GRAP Standards have been developed in accordance with paragraph 7,11 and 12 of GRAP 
3. These accounting policies and the applicable disclosures have been based on the South 
African Statements of Generally Accepted Accounting Practices (SA GAAP) including any 
interpretations of such Statements issued by the Accounting Practices Board. 

The Accounting Standards Board has set transitional provisions for individual standards of 
GRAP as set out in Directive 4 issued in March 2009. Details of the transitional provisions 
applicable to the municipality have been provided in the notes to the annual financial 
statements. 


A summary of the significant accounting policies which have been consistently applied except 
where transitional provisions has been granted are disclosed below. 

1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the 
functional currency of the municipality. 
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1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assumption that the 
municipality will continue to operate as a going concern for at least the next IP months. 


STAfsIDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT 
1,4 NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been 
early adopted by the municipality: 


GRAP 18 

Segment Reporting - issued March 2005 

GRAP 21 

Impairment of Non-Cash-generating-assets - issued March 2009 

GRAP 23 

Revenue from Non-Exchange Transactions - issued February 2008 

GRAP 24 

Presentation of Budget Information - issued November 2007 

GRAP 26 

Impairment of Cash-generating-assets - issued March 2009 

GRAP 103 

Heritage Assets - issued July 2008 

IAS 19 

Employee Benefits - effective 1 January 2009 

IFRIC 17 

Distribution of Non-cash Assets to Owners - effective 1 July 2009 


2 PROPERTY, PLANT AND EQUIPMENT 
2.1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) 
that are held for use in the production or supply of goods or services, rental to others, or for 
administrative purposes, and are expected to be used during more than one year. Items of 
property, plant and equipment are initially recognised as assets on acquisition date and are 
initially recorded at cost. The cost of an item of property, plant and equipment is the purchase 
price and other costs attributable to bring the asset to the location and condition necessary for 
it to be capable of operating in the manner intended by the municipality. Trade discounts and 
rebates are deducted in arriving at the cost. The cost also includes the necessary costs of 
dismantling and removing the asset and restoring the site on which it is located. 


When significant components of an item of property, plant and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and 
equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non- 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on the 
date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary 
asset or monetary assets, or a combination of monetary and non-monetary assets, the asset 
acquired is initially measured at fair value (the cost). If the acquired item's fair value was not 
determinable, it's deemed cost is the carrying amount of the asset's) given up. 


Major spare parts and servicing equipment qualify as property, plant and equipment when the 
municipality expects to use them during more than one period. Similarly, if the major spare 
parts and servicing equipment can be used only in connection with an item of property, plant 
and equipment, they are accounted for as property, plant and equipment. 

2.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost 
less accumulated depreciation and impairment losses. Land is not depreciated as it is 
deemed to have an indefinite useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being 
replaced and capitalises the new component. Subsequent expenditure incurred on an asset is 
capitalised when it increases the capacity or future economic benefits associated with the 
asset. 
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2.3 DEI^RECIATION AND IMPAiRIViENT 

Depreciation is calcuiated on the depreciable amount, using the straight-iine method over the 
estimated useful lives of the assets. Components of assets that are significant in relation to 
the whole asset arrci that have different useful lives are depreciated separately. The annual 
depreciation rates are based on the following estimiated average asset lives. 


infrastructure Assets Other Assets 

Roads and Paving 30 years Buildings 30 years 

Stormwater Drainage 20 years Specialist vehicles 10 years 

Community Assets Other vehicles 5 years 

Buildings 30 years Office equipment 3-7 years 

Recreational Facility 20-30 years Furniture and fittings 7-10 years 

Security 5 years Bins and containers 5 years 

Community Halls 30 years Specialised plant and equipment 10-15 years 

Libraries 30 years Landfill sites 15 years 

Parks and gardens 10 years Computer equipment 3 years 


Finance Lease Assets 

Office equipment 4 years 

The residual value, the useful life of an asset and the depreciation method is reviewed 
annually and any changes are recognised as a change in accounting estimate in the 
Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an asset may be 
impaired. An assessment of whether there is an indication of possible impairment is done at 
each reporting date. Where the carrying amount of an item of property, plant and equipment is 
greater than the estimated recoverable amount (or recoverable service amount), it is written 
down immediately to its recoverable amount (or recoverable service amount) and an 
impairment loss is charged to the Statement of Financial Performance. 

Mbonambi Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standards Boards, in terms of Directive 4 issued in March 2009 , with respect to 
the measurement of property , plant and equipment as set out in paragraph 73 to 83. 

2.4 DERECOGNITION 

items of Property, plant and equipment are derecognised when the asset is disposed of or 
when there are no further economic benefits or service potential expected from the use of the 
asset. The gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the carrying value 
and is recognised in the Statement of Financial Performance. 

3 INTANGIBLE ASSETS 

3.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. 
Examples include computer software, licenses, and development costs. The municipality 
recognises an intangible asset in its Statement of Financial Position only when it is probable 
that the expected future economic benefits or service potential that are attributable to the asset 
will flow to the municipality and the cost or fair value of the asset can be measured reliably. 

internally generated intangible assets are subject to strict recognition criteria before they are 
capitlised. Research expenditure is never capitalised, while development expenditure is only 
capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 


intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. 
a non-exchange transaction), the cost is deemed to be equal to the fair value of that asset on 
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Where an intanoibie asset is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially 
measured at fair value (the cost). If the acquired item's tair value was not determinable, its 
deemed cost is the carrying amount of the asset's) given up. 

3.2 SUBSEQUENT IVIEASUREit^ENT - COST MODEL 

Intanaible assets are subsequently carried at cost less accumulated amoritisation and 
imparrments. The cost of an intangible asset is amortised over the useful life where that useful 
life is finite. Where the useful life is indefinite, the asset is not amortised but is subject to an 
annual impairment test. 

3.3 AMORTISATION AND iiViP.AlRIVlENT 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their 
estimated useful lives using the straight line method. The annual amortisation rates are based 
on the following estimated average asset lives: 

Computer software 5 years 

The amortisation period and the amortisation method for an intangible asset with a finite useful 
life are reviewed at each reporting date and any changes are recognised as a change in 
accounting estimate in the Statement of Financial Performance. 

The municipality tests intangible assets with finite useful lives for impairment where there is an 
indication that an asset may be impaired. An assessment of whether there is an indication of 
possible impairment is done at each reporting date. Where the carrying amount of an item of 
an intangible asset is greater than the estimated recoverable amount (or recoverable service 
amount), it is written down immediately to its recoverable amount (or recoverable service 
amount) and an impairment loss is charged to the Statement of Financial Performance. 

Mbonambi Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standards Boards, in terms of Directive 4 issued in March 2009 , with respect to 
the measurement of intangible Assets as set out in paragraph 110 to 1 18. 

3.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss 
arising on the disposal or retirement of an intangible asset is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance. 

4 INVESTMENT PROPERTY 

4.1 INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, or both land or 
buildings held under a finance lease) held to earn rentals and/or for capita! appreciation, rather 
than held to meet service delivery objectives, the production or supply of goods or services, or 
the sale of an asset in the ordinary course of operations. 

At initial recognition, the municipality measures investment property at cost including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction (i.e. where it acquired 
the investment property for no or a nominal value), its cost is its fair value as at the date of 
acquisition. The cost of self-constructed investment property is the cost at date of completion. 


4.2 SUBSEQUENT MEASUREMENT - FAIR VALUE MODEL 

Investment property is measured using the fair value model. Under the fair value model, 
investment property is carried at its fair value at the reporting date. Any gain or loss arising 
from a change in the fair value of the property is included in surplus or deficit for the period. 
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5 NON-CURREf^T ASSETS HELD FOR SALE 

5.1 INITIAL RECOGNITION 

Non-current assets and disposal groups are classified as held for sale if their carrying amount 
will be recovered through a sale transaction rather than through continuing use. This condition 
is regarded as met only when the sale is highly probable and the asset (or disposal group) is 
available for immediate sale in its present condition. Management must be committed to the 
sale, which should be expected to qualify for recognition as a completed sale within one year 
from the date of classification. 

5.2 SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying 
amount and fair value less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or 
while it is part of a disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held 
for sale are recognised in surplus or deficit. 

6 FINANCIAL INSTRUMENTS 


7.1 INITIAL RECOGNITION 

Financial instruments are initially recognised at fair value. 

7.2 SUBSEQUENT MEASUREMENT 

Financial Assets are categorised according to their nature as either financial assets at fair 
value through profit or loss, held-to maturity, loans and receivables, or available for sale. 
Financial liabilities are categorised as either at fair value through profit or loss or financial 
liabilities carried at amortised cost ("other"). The subsequent measurement of financial assets 
and liabilities depends on this categorisation and, in the absence of an approved GRAP 
Standard on Financial Instruments, is in accordance with IAS 39. 

7.2.1 INVESTMENTS 

Investments, which include listed government bonds, unlisted municipal bonds, fixed deposits 
and short-term deposits invested in registered commercial banks, are categorised as either 
held-to-maturity where the criteria for that categorisation are met, or as loans and receivables, 
and are measured at amortised cost. Where investments have been impaired, the carrying 
value is adjusted by the impairment loss, which is recognised as an expense in the period that 
the impairment is identified. Impairments are calculated as being the difference between the 
carrying amount and the present value of the expected future cash flows flowing from the 
instrument. On disposal of an investment, the difference between the net disposal proceeds 
and the carrying amount is charged or credited to the Statement of Financial Performance. 


7.2.2 TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets; loans and receivables and 
are initially recognised at fair value and subsequently carried at amortised cost. Amortised 
cost refers to the initial carrying amount, plus interest, less repayments and impairments. An 
estimate is made for doubtful receivables based on a review of all outstanding amounts at year- 
end. Significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 
days overdue) are considered indicators that the trade receivable is impaired, impairments are 
determined by discounting expected future cash flows to their present value. Amounts that are 
receivable within 12 months from the reporting date are classified as current. 


An impairment of trade receivables is accounted for by reducing the carrying amount of trade 
receivables through the use of an allowance account, and the amount of the loss is recognised 
in the Statement of Financial Performance within operating expenses. When a trade 
receivable is uncollectible, it is written off. Subsequent recoveries of amounts previously 
written off are credited against operating expenses in the Statement of Financial Performance. 

7.2.3 FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial 
liaibilities held at amortised cost, are initially recognised at fair value and subsequently 
measured at amortised cost which is the initial carrying amount, less repayments, plus 
interest. 
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7.2.4 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand finciuding petty cashj and cash \A,4th banks (including call 
deposits). Cash equivalents are short-term highly liquid investments, readily convertible into 
known amounts of cash, that are held with registered banking institutions with maturities of 
three months or less and are subject to an insignificant risk of change in value, nor the 
purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
deposits held on call with banks, net of bank overdrafts. The municipality categorises cash and 
cash equivalents as financial assets: loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft 
are expensed as incurred. Amounts owing in respect of bank overdrafts are categorised as 
financial liabilities; other financial liabilities carried at amortised cost. 

7 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, 
municipality or organ of state and expenditure in the form of a grant that is not permitted in 
terms of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised 
expenditure is accounted for as an expense in the Statement of rinancial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of rinancial 
Performance. 

8 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No. 56 of 2003), the Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers 
Act (Act No. 20 of 1998) or is in contravention of the Municipality's supply chain management 
policy, irregular expenditure excludes unauthorised expenditure. Irregular expenditure is 
accounted for as expenditure in the Statement of Financial Performance and where recovered, 
it is subsequently accounted for as revenue in the Statement of Financial Performance. 


9 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted 
for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 


10 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a 
result of past events, it is probable that an outflow of resources embodying economic benefits 
will be required to settle the obligation and a reliable estimate of the provision can be made. 
Provisions are reviewed at reporting date and adjusted to reflect the current best estimate. 
Where the effect is material, non-current provisions are discounted to their present value using 
a pre-tax discount rate that reflects the market's current assessment of the time value of 
money, adjusted for risks specific to the liability (for example in the case of obligations for the 
rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent 
liability is disclosed unless the possibility of an outflow of resources embodying economic 
benefits is remote. A contingent asset is disclosed where an inflow of economic benefits is 
probable. 

Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains 
from the expected disposal of assets are not taken into account in measuring a provision. 
Provisions are not recognised for future operating losses. The present obligation under an 
onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring identifying at least: 

- the business or part of a business concerned; 

- the principal locations affected; 

- the location, function, and approximate number of employees who will be compensated for 
terminating their services; 

- the expenditures that wilt be undertaken; and 

- when the plan will be implemented; and 
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(b) The municipality has raised a valid expectation in those affected that it wiii carry out the 
restructuring by starting to implement that plan or announcing its miain features to those 
affected by it. 


11 LEASES 


12.1 MUNiCIPALlTY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the municipality. Property, plant and 
equipment or intangible assets subject to finance lease agreements are initially recognised at 
the lower of the asset's fair value and the present value of the minimum lease payments. The 
corresponding liabilities are initially recognised at the inception of the lease and are measured 
as the sum of the minimum lease payments due in terms of the lease agreement, discounted 
for the effect of interest. In discounting the lease payments, the municipality uses the interest 
rate that exactly discounts the lease payments and unguaranteed residual value to the fair 
value of the asset plus any direct costs incurred. 


Subsequent to initial recognition, the leased assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant, equipment or intangibles. The lease 
liability is reduced by the lease payments, which are allocated between the lease finance cost 
and the capital repayment using the effective interest rate method. Lease finance costs are 
expensed when incurred. The accounting policies relating to derecognition of financial 
instruments are applied to lease payables. The lease asset is depreciated over the shorter of 
the asset's useful life or the lease term. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are accrued on a straight-line basis over the term of the relevant 
lease. 


12.2 MUNICIPALITY AS LESSOR 

Under a finance lease, the municipality recognises the lease payments to be received in terms 
of a lease agreement as an asset (receivable). The receivable is calculated as the sum of all 
the minimum lease payments to be received, plus any unguaranteed residual accruing to the 
municipality, discounted at the interest rate implicit in the lease. The receivable is reduced by 
the capital portion of the lease installments received, with the interest portion being recognised 
as interest revenue on a time proportionate basis. The accounting policies relating to 
derecognition and impairment of financial instruments are applied to lease receivables. Rental 
income from operating leases is recognised on a straight-line basis over the term of the 
relevant lease. 


12 REVENUE 

13.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly 
in return for services rendered / goods sold, the value of which approximates the consideration 
received or receivable. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by 
applying the approved tariff to each property that has improvements. Tariffs are determined 
per category of property usage, and are levied monthly based on the recorded number of 
refuse containers per property. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over 
the term of the lease agreement. 

Revenue arising from the application of the approved tariff of charges is recognised when the 
relevant service is rendered by applying the relevant gazetted tariff. This includes the issuing 
of licenses and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in 
those goods is passed to the consumer. 

13.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality 
received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange transactions is generally recognised to the extent that 
the related receipt or receivable qualifies for recognition as an asset and there is no liability to 
repay the amount. 
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Revenue from property rates is recognised w'hen the legai entitlement to this revenue arises. 
Coliection charoes are recoanised vi/hen such amounts are legally enforceable. Penalty 
interest on unpaid rates is recognised on a time proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is 
recoonised when payment is received, together with an estimate of spot fines and summonses 
that wiil be received based on past experience of amounts collected. 

Revenue from public contributions and donations is recognised when all conditions associated 
with the contribution have been met or where the contribution is to finance property, plant and 
equipment, when such items of property, plant and equipment qualifies for recognition and first 
becomes available for use by the municipality. Where public contributions have been received 
but the municipality has not met the related conditions, a deferred income (liability) is 
recognised. 


Contributed property, plant and equipment is recognised when such items of property, plant 
and equipment qualifies for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is 
based on legislated procedures, including those set out in the Municipal Finance Management 
Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the responsible 
Councilors or officials is virtually certain. 

13.3 GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that 
have been transferred meet the criteria for recognition as an asset. A corresponding liability is 
raised to the extent that the grant, transfer or donation is conditional. The liability is transferred 
to revenue as and when the conditions attached to the grant are met. Grants without any 
conditions attached are recognised as revenue when the asset is recognised. 

13 BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of 
qualifying assets are capitalised to the cost of that asset unless it is inappropriate to do so. 
The municipality ceases the capitalisation of borrowing costs when substantially ail the 
activities to prepare the asset for its intended use or sale are complete, it is considered 
inappropriate to capitalise borrowing costs where the link between the funds borrowed and the 
capital asset acquired cannot be adequately established. Borrowing costs incurred other than 
on qualifying assets are recognised as an expense in surplus or deficit when incurred. 


14 RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and Councillors. Contributions 
are made to the Natal Joint Municipal Pension Fund to fund the obligations for the payment of 
retirement benefits in accordance with the rules of the defined benefit funds it administers. 
Contributions are recognised as an expense in the statement of Financial Performance. 


The funds are actuarialiy valued every three years using the discounted cash flow method. 
Any deficits identified by the actuary are recovered from participating municipalities in the form 
of surcharges added to the contributions which are recognised as an expense in the 
statement of Financial Performance in the year that they become payable. 

15 IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any indication that an asset 
may be impaired. If any such indication exists, the municipality estimates the recoverable 
service amount of the asset. 

irrespective of whether there is any indication of impairment, the municipality also: 

-■ tests intangible assets with an indefinite useful life or intangible assets not yet available for 
use for impairment annually by comparing its carrying amount with its recoverable amount. 
This impairment test is performed during the annual period and at the same time every period. 

If there is any indication that an asset may be impaired, the recoverable service amount is 
estimated for the individual asset. If it is not possible to estimate the recoverable service 
amount of the individual asset, the recoverable service amount of the cash-generating unit to 


The recoverable service amount of an asset or a cash-generating unit is the higher of its fair 
value less costs to sell and its value in use. 
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II ||-|0 rscov'erable service amount oi an asset is less than its carrying anounL, the carrying 
amount of the asset is reduced to its recoverable service amount. That reduction is an 

An impairment loss of assets carried at cost less any accumulated depreciation or 
amortisation is recognised immediately in surplus or deficit. Any impairment loss of a revalued 
asset is treated as a revaluation decrease. 

An impairment loss is recognised for cash-generating units if the recoverable service amount 
of the unit is less than the carrying amount of the unit. The impairment loss is allocated to 
reduce the carrying amount of the assets of the unit as follows: 

- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the 

impairment loss recognised in prior periods for assets may no longer exist or may have 
decreased, if any such indication exists, the recoverable service amounts of those assets are 
estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss 
does not exceed the carrying amount that would have been determined had no impairment 
loss been recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or 
amortisation is recognised immediately in surplus or deficit. Any reversal of an impairment loss 
of a revalued asset is treated as a revaluation increase. 

16 TRANSITIONAL PROVISIONS 

Mbonambi Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standards Board, as set out in Directive 4 issued in March 2009 as follows. 


GRAP 1 

Presentation of Financial Statements - paragraphs 7-8A 

GRAP9 

Revenue from Exchange Transactions - paragraphs 37-38 

GRAP 12 

Inventories - paragraphs 45-52 

GRAP 13 

Leases - paragraphs 55-60 

GRAP 17 

Property, Plant and Equipment - paragraphs 73-83 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets - paragraph 93-94E 

GRAP 102 

Intangible Assets - paragraph 110-118 
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imOHAMBl MUNIClPALfTY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


1 CASH AND CASH EQUIVALENTS 
Cash and cash equivalents consist of the following: 

Cash at bank 

The Municipality has the following bank accounts 
Current Account fPrimarx' Bank Account) 

Absa Bank Limited - Durban Branch Account Number 40-5385-7155 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Current Account - Traffic Fines 

Absa Bank Limited - Durban Branch Account Number 40-6506-2322 

~m 3 h book balance at beginning of year 
,1 book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 


2 TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 
Trade receivables 
as at 30 June 2009 
Service debtors 
Rates 
Refuse 
Total 

as at 30 June 2008 
Service debtors 
Rates 
Refuse 
,,Tptal 


Rates: Ageing 
Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
91-120 Days 
121 - 365 Days 
+ 365 Days 
Total 


Note 

2009 

2008 


R 

R 


13.994.017 

5.639.637 

13.994.017 

5,639,637 


5.639,637 

(766,700) 

13.994.017 

5,639,637 

(1,844,241) 

104,102 

(1,844.241) 


- 

* 

48.246 

17,634 

48,246 


Gross Balances 

Provision for 
Doubtful Debts 

Net Balance 

R 

R 

R 

1,838,814 

- 

1,838,814 

1,838,814 

■ 

1,838.814 


2,983,763 

- 

2,983,763 

190,453 

- 

190,453 

3,174,216 

- 

3,174,216 


- 

156,974 


114,217 

- 

88,490 

- 

82,333 

- 

462,757 

- 

934,044 

■ 

1.838,814 



MBOUmSl MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 



Note 

2009 

2008 



R 

R 

.Summar\,' of Debtors bv Customer Classification 

Consumers 

Industrial / 
Commercial 

National and 
Provincial 

Government 


R 

R 

R 

as at 30 June 2009 

r;yrr 0 nt (■ Q - 30 days) 

31 - 60 Days 

61-90 Days 

91-120 Days 

63,273 

46,841 

32.286 

322,056 

89,738 

62.529 

53,131 

86.967 

934,044 

3,963 

4,848 

3,073 

136,065 

Sub-total 

Less; Provision for doubtful debts 

Total debtors by customer classification 

464,456 

1.226,409 

147,949 

464,456 

1.226.409 

147.949 


3 OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

insurance claims 
Subsidies 

Road reinstatements 
'njthorized expenditure 
sr debtors 
Prepayments 

Total Other Debtors 


Notes1-10'!A686 


756.653 2,978,150 

756.653 2.978.150 
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MBONAMBI MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 







MBONAMBI MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2008 







rv/tBONAIl^BI MUNfCFALlTY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the vear ended 30 June 2009 


5 INVESTMENT PROPERTY CARRIED AT FAIR VALUE 


Reconciliation of carrying value 


Investment investment 

Property:Houses Property.Land 
R R 


as at 1 July 2008 
Cost 

Correction of error 

Change in accounting policy 

Accumulated depreciation and impairment losses 

Acquisitions 

Depreciation 

Carrying value of disposals 
Cost 

Accumulated depreciation 

Impairment ioss/Reversal of impairment loss 

Transfers 

Other movements 

as at 30 June 2009 
Cost 

Accumulated depreciation and impairment losses 


1,100,000 

490,000 

1,590,000 

. 

- 

- 

: 

1.100.000 

490.000 

1.590.000 

1,100,000 

490,000 

1,590,000 

- 

- 

*• 


The effective date of the valuation was 1/06/2006. Valuations were performed by an independent valuer, J.A. Holtzhuizen [Professional Valuer), 
Holtzhuizen. The valuer is not connected to the entity and have recent experience in location and category of the investment property being valued. The 
valuation was based on open market values. — — — — — 



MBONAlViBl MUNlCiPAUTY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


5 PROPERTY , PLANT AND EQUIPMENT 
Property, plant and equipment 


6 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade creditors 
Leave and Bonus Accruals 
Other creditors 
Total creditors 

The fair value of trade and other payables approximates their carrying amounts. 


7 CONSUMER DEPOSITS 

Refuse and Water 
Total consumer deposits 


8 VAT PAYABLE 
VAT payable 

VAT is payable on the receipts basis. VAT is paid over to SARS only once 
payment is received from debtors. 


9 VAT RECEIVABLE 
VAT receivable 

VAT is claimable on the payment basis. 


10 PAYMENTS RECEIVED IN ADVANCE 

Payments received in advance - Deposit on the sale of Land. 


11 PROVISIONS 

Provision for Leave and Bonus 
Total Provisions 


12 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Unspent Conditional Grants from other spheres of Government 

MIG Grants 

Other 

Other 

Other Unspent Conditional Grants and Receipts 

Other 

Other 

Total Unspent Conditional Grants and Receipts 

Non-current unspent conditional grants and receipts 
Current portion of unspent conditional grants and receipts 


Note 


2009 

2008 

R 

R 

18,364.768 

- 


18.364.768 


26,726,761 

314,292 

2,790.663 

26.726.761 

3,104.955 


2.264 

8,464 

2.264 

8.464 


124.286 


1,578,155 

1,987,858 

1.869,587 


1,167,826 

810,700 

1,167,826 

810,700 








- 

(6,632,195) 

11,260,125 


See Note 31 for reconciliation of grants and receipts. These amounts are invested 
in ring-fenced investment until utilised. 


Notes15-61'!A291 



MBONAMBl MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


Note 2009 

R 


2008 

R 


13 PROPERTY RATES 


Actual 
Residential 
Commercial 
Light Industries 
Heavy Industries 
State 

Total property rates 

Property rates - penalties imposed and collection charges 
Total 


14 SERVICE CHARGES 
Refuse removal 
Total Service Charges 


15 RENTAL OF FACILITIES AND EQUIPMENT 
Rental of facilities 
Other rentals - Staff 
Total rentals 


16 INTEREST EARNED > EXTERNAL INVESTMENTS 
Main Bank Account 
Total interest 


17 GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 
MIG Grant 

Other Government Grants and Subsidies 
Total Government Grant and Subsidies 


MIG Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


18 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS 
Other income 

Recovery of unauthorised, irregular, fruitless and wasteful expenditure (Note 50) 
Total Other Income 

Public contributions and donations 
Public contributions - Conditional 
Public contributions - Unconditional 
Donations 

Total public contributions and donations 


2,471,798 3,379.457 


Notes15-61'!A124 


NQtes15-61'iA684 


2,471,798 

3,379,457 

2,471.798 

3.379.457 


184,554 

167,420 

184,554 

167.420 


95,787 

70,027 

23,227 

- 

119,015 

70.027 


60,014 

40.281 

60,014 

40.281 


18,972,142 

31,407,171 

6,759,000 

- 

1,235,000 

- 

26,966,142 

31,407,171 


6,759,000 

(6,759,000) 


- 

1,879,132 

1,337,156 

1,879,132 

1,337,156 

1,879,132 

1,337,156 

1,879,132 

1.337,156 
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MBONAMBl MUNiCiPALlTY 
NOTES TO THE FINANANCIAL STATEMENTS 
tor the year ended 30 June 2009 


19 EMPLOYEE RELATED COSTS 

Employee related costs - Salaries and Wages 

Employee related costs - Contributions for UIF, pensions and medical aids 

Travel, motor car, accommodation, subsistence and other allowances 

Housing benefits 

Overtime and Night Allowances 

Performance and other bonuses 

Other employee related costs 

Total Employee Related Costs 

There were no advances / loans to employees. 


Remuneration of the Municipal Manager 

Annual Remuneration 

Travelling Allowance 

Contributions to UIF 

Total 


Remuneration of the Chief Finance Officer 

Annual Remuneration 

Travelling Allowance 

Contributions to UIF 

Total 


Remuneration of Individual Executive Directors - 2009 

Annual Remuneration 

T ravelling Allowance 

Contributions to UIF 

Total 


Remuneration of Individual Executive Directors - 2008 

Annual Remuneration 

Total 


20 REMUNERATION OF COUNCILLORS 
Mayor 

Deputy Mayor 
Speaker 

Executive Committee Members 

Councillors' allowances 

Total Councillors’ Remuneration 

In-kind Benefits 

The Mayor, is provided with an office and secretarial support at the cost of 
the Council.The Mayor has a full-time driver and bodygaurd provided by the 
The Mayor, is provided with an office and secretarial support at the cost of 
the Council.The Mayor has a full-time driver and bodygaurd provided by the 
Council. 


21 DEPRECIATION AND AMORTISATION EXPENSE 
Property, plant and equipment 
Intangible assets 

Investment property carried at cost 
Biological assets carried at cost 
Total Depreciation and Amortisation 


Note 


2009 

2008 

R 

R 


5,118,050 

11,625,835 

1,539,738 

- 

263,227 

- 

65.893 

- 

654,640 

- 

607,789 

- 

692,600 

- 

8.941,937 

11.625.835 


542,445 

616,664 

232,476 

- 

1,497 

- 

776,419 

616.664 


403,099 

465,200 

172,757 

- 

1,497 

- 

577,354 

465.200 


Corporate Services 

Technical Services 

460,685 

460,685 

115,171 

115,171 

1,497 

1,497 

577,354 

577.354 


Corporate Services 
465.200 

Technical Services 
465,200 

465,200 

465.200 


266,791 

193,759 

214,160 

162,153 

218,154 

162,153 

598,836 

443,749 

2,783,287 

2,032,810 

4,081,229 

2,994.624 


1,701,241 

- 

1.701.241 

- 
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MBONAMBl MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


22 FINANCE COSTS 

Bank overdrafts and Fruitless expenditure 
Total Finance Costs 


23 CONTRACTED SERVICES 

Contracted services for: 

Security 

Cleaning 


24 GENERAL EXPENSES 

Included in general expenses are the following;’ 

Advertising 
Admin fees 
Audit fees 
Bank charges 
Bursaries 
Cleaning 

Conferences and delegations 
Connection charges 
Consulting fees 
Consumables 

Debt collection commission 
Departmental consumption 
Entertainment 

Financial management grant 

Fuel and oil 

Insurance 

Legal expenses 

Levies paid 

Licence fees - vehicles 
Licence fees - computers 
Membership fees 
Parking 
Postage 

Printing and stationery 
Professional fees 
Rental of buildings 
Rental of office equipment 
Rental of computer equipment 
Other rentals 
Security costs 
Sewerage treatment costs 
Skills development levies 
Stocks and material 
Subscribtion & publication 
Telephone cost 
Training 

Transport claims 
Travel and subsistence 
Uniforms & overalls 
Valuation costs 
Other 


2009 

2008 

R 

R 

619.541 

_ 


619,641 


3.482.436 

160,011 


897,320 

. 

67,218 

- 

205,918 

- 

17,654 

- 

4,336 

- 

302,796 

. 

430,096 

- 

222,315 

- 

12,569 

- 

82,950 

- 

17,683 

- 

556,355 

- 

619,660 

- 

101,051 

. 

43,279 

• 

577,124 

. 

133,100 

- 

472,508 

- 

41,822 

- 

5,926,967 

32,390,921 

10.892,732 

32,390,921 


26 



M50NAMBI MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


Note 2009 

R 


2008 

R 


25 GAIN / (LOSS) ON SALE OF ASSETS 

Property, plant and equipment 
Total Gain / (Loss) on Sale of Assets 


26 CASH GENERATED BY OPERATIONS 

Surplus/(deficit) for the year 
Adjustment for> 

Depreclation and amortisation 
(Gain) / loss on sale of assets 
Contribution to provisions - non-current 
Contribution to provisions - current 
Finance costs 
Other non-cash item 

Operating surplus before working capital changes: 


(lncrease)/decrease in inventories 
(lncrease)/decrease in trade receivables 
(lncrease)/decrease in other receivables 
(lncrease)/decrease in VAT receivable 
lncrease/(decrease) in conditional grants and receipts 
lncrease/(decrease) in trade payables 
lncrease/(decrease) in consumer deposits 
lncrease/{decrease) in Unspent Conditional Grants 


Cash generated by/(utilised in) operations 


27 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the 
following: 

Bank balances and cash 
Bank overdrafts 

Net cash and cash equivalents (net of bank overdrafts) 


- 

1,201,077 

(5,562,116) 

1,701,241 

- 

357,126 

- 

3,259,444 

(5,562,116) 

1,335,402 

2,221,497 

409,703 

(11,260,125) 

23,621,806 

(6,200) 

(6,632,195) 


9,689,888 

(5.562,116) 


13,994,017 

5,639,637 

13,994,017 

5,639,637 
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ll'IB0r4AMBI MUNICIPALITY 
NOTES TO THE FINANANCiAL STATEMENTS 
for the year ended 30 June 2009 


Note 2009 

R 


2008 

R 


28 CHANGE IN ACCOUNTING POLICY 

The following adjustments were made to amounts previously reported in the 
annual financial statements of the municipality arising from the impiementafion of 
new accounting policies and changes to existing policies: 


28. 1 Statutory Funds 

Balance previously reported: 
Capital Development Fund 
Total 


Implementation of GRAP 

Transferred to Accumulated Surplus/(Deficit) 


3.434.787 

3.434.787 

3434.787 


28.2 Property, plant and equipment 

Balance previously reported 
implementation of GRAP 
Total 

28.3 Accumulated Depreciation 


26.181.164 

26 . 181.164 


Balance previously reported - 
implementation of GRAP 
Backlog depreciation 

Total (debited to Accumulated Surplus/(Deficit)) (see 47.7 below) 


6.564.733 

6.564.733 


28.4 Accumulated Surplus/(Deficit) 

Implementation of GRAP 

Transferred from statutory funds 

Fair value of Property, Plant and Equipment. 

Backlog depreciation 

Total 


3,434,787 

26,181,164 


29 . 615.951 


29 CORRECTION OF ERROR 

During the year ended 30 June 2009, income to the value of R241 1 10.60 was 
recognised in the current year as well as expenses to the value of R1 882 687.76 
relating to the prior year were recognised in the current year. 

The comparative amount has been restated as follows: 

Expense 

Income 

Net effect on surplus/(deficit) for the prior year 


Net effect on Accumulated surplus opening balance 


1,882,688 

(241,111) 

1,641,577 


1,641,577 
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MB0f‘4AMB! MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


Note 2009 

R 


2008 

R 


30 Unauthorised expenditure 

Reconciliation of unauthorised expenditure 
Opening baiance 

Unauthorised expenditure current year 
Approved by Council or condoned 
Transfer to receivables for recovery 
Unauthorised expenditure awaiting authorisation 


12 , 542,467 


12.542,467 


30.1 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 
Opening balance - 

Fruitless and wasteful expenditure current year 

Condoned or written off by Council 

Fruitless and wasteful expenditure awaiting condonement 


Incident PAYE, SDL & UIF was not paid over to Sars in the 2009 financial year 


30.2 PAYE and UIF & SDL 

Current year payroll deductions and Council Contributions 

Amount paid - current year 

Baiance unpaid (included in payables) 

The balance represents PAYE and UIF deducted from the 01 July 2009 payroll. 
These amounts have not yet been paid. 


2 , 868,868 


2 . 868.868 


30.3 Pension and Medical Aid Deductions 

Current year payroll deductions and Council Contributions 

Amount paid - current year 

Baiance unpaid (included in payables) 


2,349,427 

(2,349,427) 
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MBONAMBI MUNICIPALITY 
APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 

as at 30 June 2009 



Total carried forward | 19,011,946 - - ~ 19,011,946 


MBONAMBI MUNICIPALITY 
APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 

as at 30 June 2009 





MBONAMBi MUNICIPALITY 
APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
as at 30 June 2008 



CO 


CO 
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1.1 IVI!SSI0N AND FUNDAWIENTALS 


The Mbonambi Municipality has set the following mission for itself: 


MISSION: 

The Mbonambi Municipality will strive towards providing 
services that will meet the needs of all people by: 

■ Promoting social and economic development; 

■ Providing and maintaining affordable sendees; 

■ Efficient and effective utilization of resources; 

■ Marketing the Municipality locally and globally; and 

■ Establishing the Municipality' as a tourist destination. 
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MBONAMBI MUNICIPALITY 
ANNUAL FINANCIAL STATEyENTS 
for the year ended 30 June 2009 


General information 

Members of the Executive Committee 

CLLR ME MTHETHWA 
CLLR TM BIYELA 
CLLR JM ZULU 
CLLR GGG MTHETHWA 
CLLR BT MNQAYI 
CLLR FPB MPUNGOSE 


Mayor 

Deputy Mayor 
Speaker 

Member of the Executive Committee 
Member of the Executive Committee 
Member of the Executive Committee 


Municipal Manager 

MR MH NKOSl 

Chief Financial Officer 

MRS CN NGEMA 

Grading of Local Authority 

GRADE 2 

Auditors 

Auditor-General 

Bankers 

ABSA BANK 
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MBOMAMB! HUNICIPALITY 
ANNUAL FINANCIAL STATEiyiENTS 
for the year ended 30 June 2009 


Genera! information (continued) 

Registered Office: MUNICIPAL BUILDING 

Physical address: 

25 BREDELIA STREET 

MBONAMBI 

3915 


Postal address: 

P.O. BOX 96 

MBONAMBI 

3915 


Telephone number: (035) 580-1421 

Fax number: (035)580-1141 


E-mail address: 


nkosim@mbonambi.co.za 



MBONAMBI MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2009 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 5 to 35, in terms of 
Section 126(1 ) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made to 
Councillors for loss of office, if any, as disclosed in note 20 of these annual financial statements are within the upper limits 
of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act 
and the Minister of Provincial and Local Government’s determination in accordance with this Act. 
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MBONAMBI MUNlCiPALITY 
STATEMENT OF FINANCIAL POSITION 
as at 30 June 2009 

Note 

2009 

2008 

ASSETS 

Cash and cash equivalents 

1 

R 

R 

Trade and other receivables from exchange transactions 

2 

1,838,814 

3,174,216 

Other receivables from non-exchange transactions 

3 

756,653 

2,978,150 

VAT receivable 

9 

1,578,155 

1,987,858 

Unspent Conditional Grants 

12 

6,632,195 

- 

Non-current assets 

Property, plant and equipment 

4 

18,364,768 


Investment property carried at cost 

5 

1,590,000 


Total assets 


30,760,585 

8,140,224 

LIABILITIES 

Current liabilities 

Trade and other payables from exchange transactions 

6 

26,726,761 

3,104,955 

Consumer deposits 

7 

2,264 

8,464 

VAT payable 

8 

124,286 

- 

Payments received in advance 

10 

1,869,587 

- 

Current provisions 

11 

1,167,826 

810,700 

Bank overdraft 

1 

13,994,017 

5,639,637 

Current portion of unspent conditional grants and receipts 

12 

- 

11,260,125 

Non-current liabilities 

Non-current unspent conditional grants and receipts 

12 


“ 

Total liabilities 


43,884,742 

20,823,881 

Net assets 


(13,124,157) 1 

(12,683,657) 

NET ASSETS 

Reserves 


- 

- 

Accumulated surplus / (deficit) 


(13,124,157) 

(12,683,657) 

Total net assets 


(13,124,157) 1 
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MBONAIVIBI MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
for the year ended 30 June 2009 



Note 

2009 

2008 



R 

R 

Revenue 




Property rates 

13 

2.471,798 

3,379,457 

Service charges 

14 

184,554 

167,420 

Rental of facilities and equipment 

15 

119,015 

70,027 

Interest earned - bank accounts 

16 

60,014 

40,281 

Fines 


3,627,383 

7,060,016 

Government grants and subsidies 

17 

26,966,142 

31,407,171 

Other income 

18 

1,879,132 

1,337,156 

Total revenue 


35,308,037 

43,461,528 

Expenses 




Employee related costs 

19 

11,450,417 

13,638,099 

Remuneration of councillors 

20 

4,081,229 

2,994,624 

Depreciation and amortisation expense 

21 

1,701,241 

- 

Repairs and maintenance 


1,879,363 

- 

Finance costs 

22 

619,541 

- 

Contracted services 

23 

3,482,436 

- 

General expenses 

24 

10,892,732 

32,390,921 

Total expenses 


34,106,960 

49,023,644 

Gain / (loss) on sale of assets 

25 

- 

- 


Surplus / (deficit) for the period 


1,201,077 


(5,562,116) 



MBONAMBI MUNICIPALITY 

STATEMENT OF CHANGES IN NET ASSETS 

as at 30 June 2009 


LS Qi 

£ 2 . 

= CL 


b o 

p Q. X5 


0 O ^ 

M ro ^ 

IS c ^ 

1 C S 5 

iE TO t ifl 
R5 JL. O G? 

CQ O O 


cq_ -r; cv 
in c\F in 

CO CD CN 
CD LO CO 

T-'" in Tf 


in CM m 
CO CD CM 
CD in CO 

T-"' in 


,0) c/5 o 

^ D g 

' c Q- ^ 

CU 

H CO m 


<P « o 
,1^ = C 
' c: O- re 
£ S re 
H C/) 03 





IBONAMBI MUNICIPALITY 
CASH FLOW STATEMENT 
as at 30 June 2009 


CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts 

T axation 

Sales of goods and services 
Grants 

Interest received 
Other receipts 

Payments 

Employee costs 
Suppliers 
Interest paid 
Other payments 

Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of fixed assets 
Proceeds from sale of fixed assets 
Proceeds from sale of investments 
Purchase of foreign currency securities 
Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from borrowings 
Repayment of borrowings 
Proceeds from finance lease liability 
Repayment of finance lease liability 
Net cash flows from financing activities 

Net increase / (decrease) in net cash and cash equivalents 
Net cash and cash equivalents at beginning of period 
Net cash and cash equivalents at end of period 


33,890,609 



33,499,260 

40,281 

351,068 

- 

21,175,446 


21,175,446 

12,949,332 

12,715,163 

(20,066,009) 

(7,842,226) 

(20,066,009) 

(7,842,226) 


■ 


(8,354,380) 

(5,639,637) 

4,872,937 

(13,994,017) 

4,872,937 



MBONAMB! MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ended 30 June 2009 

1 BASIS OF ACCOUNTING 


1.1 BASIS OF PRESENTATION 


The anni 
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prepared on an 


are in accordance with historical cost convention unless specified otherwise. These annual 
financial statements have been prepared in accordance with the Generally Recognised 
Accounting Practice (GRAP) issued by the Accounting Standards Board in accordance with 
Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 


These standards are summarised as follows: 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statement 

GRAP 3 

Accounting Policies , Changes in Accounting Estimates and Errors 

GRAP 4 

The Effects of Changes in Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments in Associates 

GRAP 8 

Investments in Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Hyperinflationary Economies 

GRAP 1 1 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events After the Reporting Date 

GRAP 16 

Investment Properties 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 100 

Non-current Assets Held for Sale and Discontinued Operations 

GRAP 101 

Agriculture 

GRAP 102 

Intangible Assets 


Accounting policies for material transaction, events or conditions not covered by the above 
GRAP Standards have been developed in accordance with paragraph 7,11 and 12 of GRAP 
3. These accounting policies and the applicable disclosures have been based on the South 
African Statements of Generally Accepted Accounting Practices (SA GAAP) including any 
interpretations of such Statements issued by the Accounting Practices Board. 

The Accounting Standards Board has set transitional provisions for individual standards of 
GRAP as set out in Directive 4 issued in March 2009. Details of the transitional provisions 
applicable to the municipality have been provided in the notes to the annual financial 
statements. 

A summary of the significant accounting policies which have been consistently applied except 
where transitional provisions has been granted are disclosed below. 

1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the 
functional currency of the municipality. 
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1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assumption that the 
municipality will continue to operate as a going concern for at least the next 12 months. 


STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT 
1.4 NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been 


GRAP 18 

Segment Reporting - issued March 2005 

GRAP 21 

Impairment of Non-Cash-generating-assets - issued March 2009 

GRAP 23 

Revenue from Non-Exchange Transactions - issued February 2008 

GRAP 24 

Presentation of Budget Information - issued November 2007 

GRAP 26 

Impairment of Cash-generating-assets - issued March 2009 

GRAP 103 

Heritage Assets - issued July 2008 

IAS 19 

Employee Benefits - effective 1 January 2009 

IFRIC 17 

Distribution of Non-cash Assets to Owners - effective 1 July 2009 


2 PROPERTY, PLANT AND EQUIPMENT 
2.1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) 
that are held for use in the production or supply of goods or services, rental to others, or for 
administrative purposes, and are expected to be used during more than one year. Items of 
property, plant and equipment are initially recognised as assets on acquisition date and are 
initially recorded at cost. The cost of an item of property, plant and equipment is the purchase 
price and other costs attributable to bring the asset to the location and condition necessary for 
it to be capable of operating in the manner intended by the municipality. Trade discounts and 
rebates are deducted in arriving at the cost. The cost also includes the necessary costs of 
dismantling and removing the asset and restoring the site on which it is located. 


When significant components of an item of property, plant and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and 
equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non- 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on the 
date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary 
asset or monetary assets, or a combination of monetary and non-monetary assets, the asset 
acquired is initially measured at fair value (the cost). If the acquired item's fair value was not 
determinable, it's deemed cost is the carrying amount of the asset's) given up. 


Major spare parts and servicing equipment qualify as property, plant and equipment when the 
municipality expects to use them during more than one period. Similarly, if the major spare 
parts and servicing equipment can be used only in connection with an item of property, plant 
and equipment, they are accounted for as property, plant and equipment. 

2.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost 
less accumulated depreciation and impairment losses. Land is not depreciated as it is 
deemed to have an indefinite useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being 
replaced and capitalises the new component. Subsequent expenditure incurred on an asset is 
capitalised when it increases the capacity or future economic benefits associated with the 
asset. 
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2.3 DEPRECIATION AND IMPAIRMENT 

Depreciation is calculated on the depreciable amount, using the straight-line method over the 
estimated useful lives of the assets. Components of assets that are significant in relation to 
the whole asset and that have different useful lives are depreciated separately. The annual 
depreciation rates are based on the following estimated average asset lives: 


Infrastructure Assets 


Other Assets 


Roads and Paving 

30 years 

Buildings 

30 years 

Stormwsisr Drainsgc 

20 yesrs 

opcofanoi. vcitiwico 

-in 

lu ycaio 

Community Assets 


other vehicles 

5 years 

Buildings 

30 years 

Office equipment 

3-7 years 

Recreational Facility 

20-30 years 

Furniture and fittings 

7-10 years 

Security 

5 years 

Bins and containers 

5 years 

Community Halls 

30 years 

Specialised plant and equipment 

10-15 years 

Libraries 

30 years 

Landfill sites 

15 years 

Parks and gardens 

10 years 

Computer equipment 

3 years 

Finance Lease Assets 




Office equipment 

4 years 




The residual value, the useful life of an asset and the depreciation method is reviewed 
annually and any changes are recognised as a change in accounting estimate in the 
Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an asset may be 
impaired. An assessment of whether there is an indication of possible impairment is done at 
each reporting date. Where the carrying amount of an item of property, plant and equipment is 
greater than the estimated recoverable amount (or recoverable service amount), it is written 
down immediately to its recoverable amount (or recoverable service amount) and an 
impairment loss is charged to the Statement of Financial Performance. 

Mbonambi Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standards Boards, in terms of Directive 4 issued in March 2009 , with respect to 
the measurement of property , plant and equipment as set out in paragraph 73 to 83. 

2.4 DERECOGNITION 

Items of Property, plant and equipment are derecognised when the asset is disposed of or 
when there are no further economic benefits or service potential expected from the use of the 
asset. The gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the carrying value 
and is recognised in the Statement of Financial Performance. 

3 INTANGIBLE ASSETS 

3.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. 
Examples include computer software, licenses, and development costs. The municipality 
recognises an intangible asset In its Statement of Financial Position only when it is probable 
that the expected future economic benefits or service potential that are attributable to the asset 
will flow to the municipality and the cost or fair value of the asset can be measured reliably. 


Internally generated intangible assets are subject to strict recognition criteria before they are 
capitiised. Research expenditure is never capitalised, while development expenditure is only 
capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

*■ the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 


Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. 
a non-exchange transaction), the cost is deemed to be equal to the fair value of that asset on 
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Where an intangible asset is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially 
measured at fair value (the cost). If the acquired item's fair value was not determinable, it's 
deemed cost is the carrying amount of the asset's) given up. 

3.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Intangible assets are subsequently carried at cost less accumulated amoritisation and 
impairments. The cost of an intangible asset is amortised over the useful life where that useful 
life is finite. Where the useful life is indefinite, the asset is not amortised but is subject to an 
oppMoi jfnp 3 j}"nisnt test. 

3.3 AMORTISATION AND IMPAIRMENT 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their 
estimated useful lives using the straight line method. The annual amortisation rates are based 
on the following estimated average asset lives: 

Computer software 5 years 

The amortisation period and the amortisation method for an intangible asset with a finite useful 
life are reviewed at each reporting date and any changes are recognised as a change in 
accounting estimate in the Statement of Financial Performance. 

The municipality tests intangible assets with finite useful lives for impairment where there is an 
indication that an asset may be impaired. An assessment of whether there is an indication of 
possible impairment is done at each reporting date. Where the carrying amount of an item of 
an intangible asset is greater than the estimated recoverable amount (or recoverable service 
amount), it is written down immediately to its recoverable amount (or recoverable service 
amount) and an impairment loss is charged to the Statement of Financial Performance. 


Mbonambi Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standards Boards, in terms of Directive 4 issued in March 2009 , with respect to 
the measurement of Intangible Assets as set out in paragraph 110 to 118. 

3.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss 
arising on the disposal or retirement of an intangible asset is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance. 

4 INVESTMENT PROPERTY 

4.1 INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, or both land or 
buildings held under a finance lease) held to earn rentals and/or for capital appreciation, rather 
than held to meet service delivery objectives, the production or supply of goods or services, or 
the sale of an asset in the ordinary course of operations. 

At initial recognition, the municipality measures investment property at cost including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction (i.e. where it acquired 
the investment property for no or a nominal value), its cost is its fair value as at the date of 
acquisition. The cost of self-constructed investment property is the cost at date of completion. 


4.2 SUBSEQUENT MEASUREMENT - FAIR VALUE MODEL 

Investment property is measured using the fair value model. Under the fair value model, 
investment property is carried at its fair value at the reporting date. Any gain or loss arising 
from a change in the fair value of the property is included in surplus or deficit for the period. 
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5 NOM-CURRENT ASSETS HELD FOR SALE 


5.1 INITIAL RECOGNITION 

Non-current assets and disposal groups are classified as held for sale if their carrying amount 
will be recovered through a sale transaction rather than through continuing use. This condition 
is regarded as met only when the sale is highly probable and the asset (or disposal group) is 
available for immediate sale in its present condition. Management must be committed to the 
sale, which should be expected to qualify for recognition as a completed sale within one year 
from the date of ciassification. 

5.2 SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying 
amount and fair value less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or 
while it is part of a disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held 
for sale are recognised in surplus or deficit. 

6 FINANCIAL INSTRUMENTS 

7.1 INITIAL RECOGNITION 

Financial instruments are initially recognised at fair value. 

7.2 SUBSEQUENT MEASUREMENT 

Financial Assets are categorised according to their nature as either financial assets at fair 
value through profit or loss, held-to maturity, loans and receivables, or available for sale. 
Financial liabilities are categorised as either at fair value through profit or loss or financial 
liabilities carried at amortised cost ("other"). The subsequent measurement of financial assets 
and liabilities depends on this categorisation and, in the absence of an approved GRAP 
Standard on Financial Instruments, is in accordance with IAS 39. 

7.2.1 INVESTMENTS 

Investments, which include listed government bonds, unlisted municipal bonds, fixed deposits 
and short-term deposits invested in registered commercial banks, are categorised as either 
held-to-maturity where the criteria for that categorisation are met, or as loans and receivables, 
and are measured at amortised cost. Where investments have been impaired, the carrying 
value is adjusted by the impairment loss, which is recognised as an expense in the period that 
the impairment is identified. Impairments are calculated as being the difference between the 
carrying amount and the present value of the expected future cash flows flowing from the 
instrument. On disposal of an investment, the difference between the net disposal proceeds 
and the carrying amount is charged or credited to the Statement of Financial Performance. 


7.2.2 TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets: loans and receivables and 
are initially recognised at fair value and subsequently carried at amortised cost. Amortised 
cost refers to the initial carrying amount, plus interest, less repayments and impairments. An 
estimate is made for doubtful receivables based on a review of all outstanding amounts at year- 
end. Significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 
days overdue) are considered indicators that the trade receivable is impaired. Impairments are 
determined by discounting expected future cash flows to their present value. Amounts that are 
receivable within 12 months from the reporting date are classified as current. 


An impairment of trade receivables is accounted for by reducing the carrying amount of trade 
receivables through the use of an allowance account, and the amount of the loss is recognised 
in the Statement of Financial Performance within operating expenses. When a trade 
receivable is uncollectible, it is written off. Subsequent recoveries of amounts previously 
written off are credited against operating expenses in the Statement of Financial Performance. 

7.2.3 FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial 
liaibilities held at amortised cost, are initially recognised at fair value and subsequently 
measured at amortised cost which is the initial carrying amount, less repayments, plus 
interest. 
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7.2.4 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including cal! 
deposits). Cash equivalents are short-term highly liquid investments, readily convertible into 
known amounts of cash, that are held with registered banking institutions with maturities of 
three months or less and are subject to an insignificant risk of change in value. For the 
purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
deposits held on call with banks, net of bank overdrafts. The municipality categorises cash and 
cash equivalents as financial assets; loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft 
are expensed as incurred. Amounts owing in respect of bank overdrafts are categorised as 
financial liabilities: other financial liabilities carried at amortised cost. 

7 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, 
municipality or organ of state and expenditure in the form of a grant that is not permitted in 
terms of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised 
expenditure is accounted for as an expense in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

8 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), the Public Office Bearers 
Act (Act No. 20 of 1998) or is in contravention of the Municipality’s supply chain management 
policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is 
accounted for as expenditure in the Statement of Financial Performance and where recovered, 
it is subsequently accounted for as revenue in the Statement of Financial Performance. 


9 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted 
for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 


10 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a 
result of past events, it is probable that an outflow of resources embodying economic benefits 
will be required to settle the obligation and a reliable estimate of the provision can be made. 
Provisions are reviewed at reporting date and adjusted to reflect the current best estimate. 
Where the effect is material, non-current provisions are discounted to their present value using 
a pre-tax discount rate that reflects the market's current assessment of the time value of 
money, adjusted for risks specific to the liability (for example in the case of obligations for the 
rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent 
liability is disclosed unless the possibility of an outflow of resources embodying economic 
benefits is remote. A contingent asset is disclosed where an inflow of economic benefits is 
probable. 

Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains 
from the expected disposal of assets are not taken into account in measuring a provision. 
Provisions are not recognised for future operating losses. The present obligation under an 
onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring identifying at least; 

- the business or part of a business concerned; 

- the principal locations affected; 

- the location, function, and approximate number of employees who will be compensated for 
terminating their services; 

- the expenditures that will be undertaken; and 

- when the plan will be implemented; and 
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(b) The municipality has raised a valid expectation in those affected that it w\\\ carry out the 
restructuring by starting to implement that plan or announcing its main features to those 
affected by it. 

11 LEASES 

12.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the municipality. Property, plant and 
equipment or intangible assets subject to finance lease agreements are initially recognised at 
the lower of the asset's fair value and the present value of the minimum lease payments. The 
corresponding liabilities are initially recognised at the inception of the lease and are measured 
as the sum of the minimum lease payments due in terms of the lease agreement, discounted 
for the effect of interest. In discounting the lease payments, the municipality uses the interest 
rate that exactly discounts the lease payments and unguaranteed residual value to the fair 
value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant, equipment or intangibles. The lease 
liability is reduced by the lease payments, which are allocated between the lease finance cost 
and the capital repayment using the effective interest rate method. Lease finance costs are 
expensed when incurred. The accounting policies relating to derecognition of financial 
instruments are applied to lease payables. The lease asset is depreciated over the shorter of 
the asset's useful life or the lease term. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are accrued on a straight-line basis over the term of the relevant 
lease. 

12.2 MUNICIPALITY AS LESSOR 

Under a finance lease, the municipality recognises the lease payments to be received in terms 
of a lease agreement as an asset (receivable). The receivable is calculated as the sum of all 
the minimum lease payments to be received, plus any unguaranteed residual accruing to the 
municipality, discounted at the interest rate implicit in the lease. The receivable is reduced by 
the capital portion of the lease installments received, with the interest portion being recognised 
as interest revenue on a time proportionate basis. The accounting policies relating to 
derecognition and impairment of financial instruments are applied to lease receivables. Rental 
income from operating leases is recognised on a straight-line basis over the term of the 
relevant lease. 

12 REVENUE 

13.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly 
in return for services rendered / goods sold, the value of which approximates the consideration 
received or receivable. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by 
applying the approved tariff to each property that has improvements. Tariffs are determined 
per category of property usage, and are levied monthly based on the recorded number of 
refuse containers per property. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over 
the term of the lease agreement. 

Revenue arising from the application of the approved tariff of charges is recognised when the 
relevant service is rendered by applying the relevant gazetted tariff. This includes the issuing 
of licenses and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in 
those goods is passed to the consumer. 

13.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality 
received revenue from another entity without directly giving approximately equal value in 
e.xchange. Revenue from non-exchange transactions is generally recognised to the extent that 
the related receipt or receivable qualifies for recognition as an asset and there is no liability to 
repay the amount. 
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Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Collection charges are recognised when such amounts are legally enforceable. Penalty 
interest on unpaid rates is recognised on a time proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is 
recognised when payment is received, together with an estimate of spot fines and summonses 
that will be received based on past experience of amounts collected. 

Revenue from public contributions and donations is recognised when all conditions associated 
with the contribution have been met or where the contribution is to finance property, plant and 
equipment, when such items of property, plant and equipment qualifies for recognition and first 
becomes available for use by the municipality. Where public contributions have been received 
but the municipality has not met the related conditions, a deferred income (liability) is 
recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant 
and equipment qualifies for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is 
based on legislated procedures, including those set out in the Municipal Finance Management 
Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the responsible 
Councilors or officials is virtually certain. 

13.3 GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that 
have been transferred meet the criteria for recognition as an asset. A corresponding liability is 
raised to the extent that the grant, transfer or donation is conditional. The liability is transferred 
to revenue as and when the conditions attached to the grant are met. Grants v\/ithout any 
conditions attached are recognised as revenue when the asset is recognised. 

13 BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of 
qualifying assets are capitalised to the cost of that asset unless it is inappropriate to do so. 
The municipality ceases the capitalisation of borrowing costs when substantially all the 
activities to prepare the asset for its intended use or sale are complete. It is considered 
inappropriate to capitalise borrowing costs where the link between the funds borrowed and the 
capital asset acquired cannot be adequately established. Borrowing costs incurred other than 
on qualifying assets are recognised as an expense in surplus or deficit when incurred. 


14 RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and Councillors. Contributions 
are made to the Natal Joint Municipal Pension Fund to fund the obligations for the payment of 
retirement benefits in accordance with the rules of the defined benefit funds it administers. 
Contributions are recognised as an expense in the statement of Financial Performance. 


The funds are actuarially valued every three years using the discounted cash flow method. 
Any deficits identified by the actuary are recovered from participating municipalities in the form 
of surcharges added to the contributions which are recognised as an expense in the 
statement of Financial Performance in the year that they become payable. 

15 IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any indication that an asset 
may be impaired. If any such indication exists, the municipality estimates the recoverable 
service amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also: 

- tests intangible assets with an indefinite useful life or intangible assets not yet available for 
use for impairment annually by comparing its carrying amount with its recoverable amount. 
This impairment test is performed during the annual period and at the same time every period. 

If there is any indication that an asset may be impaired, the recoverable service amount is 
estimated for the individual asset. If it is not possible to estimate the recoverable service 
amount of the individual asset, the recoverable service amount of the cash-generating unit to 


The recoverable service amount of an asset or a cash-generating unit is the higher of its fair 
value less costs to sell and its value in use. 
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If the recoverable service amount of an asset is less than its carrying amount, the carrying 
amount of the asset is reduced to its recoverable service amount. That reduction is an 


An impairment loss of assets carried at cost less any accumulated depreciation or 
amortisation is recognised immediately in surplus or deficit. Any impairment loss of a revalued 
asset is treated as a revaluation decrease. 


An impairment loss is recognised for cash-generating units if the recoverable service amount 


of the unit is less thar 


I uic uoiiyuiy amuuiu u 


f the unit. 




reduce the carrying amount of the assets of the unit as follows: 

- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the 


impairment loss recognised in prior periods for assets may no longer exist or may have 
decreased. If any such indication exists, the recoverable service amounts of those assets are 
estimated. 


The increased carrying amount of an asset attributable to a reversal of an impairment loss 
does not exceed the carrying amount that would have been determined had no impairment 
loss been recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or 
amortisation is recognised immediately in surplus or deficit. Any reversal of an impairment loss 
of a revalued asset is treated as a revaluation increase. 

16 TRANSITIONAL PROVISIONS 

Mbonambi Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standards Board, as set out in Directive 4 issued in March 2009 as follows: 


GRAP 1 

Presentation of Financial Statements - paragraphs 7-8A 

GRAP 9 

Revenue from Exchange Transactions - paragraphs 37-38 

GRAP 12 

Inventories - paragraphs 45-52 

GRAP 13 

Leases - paragraphs 55-60 

GRAP 17 

Property, Plant and Equipment - paragraphs 73-83 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets - paragraph 93-94E 

GRAP 102 

Intangible Assets - paragraph 110-118 


















MBONAMBI MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


Note 2009 2008 

R R 

1 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents consist of the following 
Cash at bank 


The Municipality has the follovving bank accounts 
Current Account (Primary Bank Account) 

Absa Bank Limited - Durban Branch Account Number 40-5385-7155 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Current Account - Traffic Fines 

Absa Bank Limited - Durban Branch Account Number 40-6506-2322 


ash book balance at beginning of year 


Cash book balance at end of year 

. 

- 

Bank statement balance at beginning of year 

48,246 


Bank statement balance at end of year 

17,634 

48,246 


2 TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Gross Balances 

Provision for 
Doubtful Debts 

Net Balance 

Trade receivables 

R 

R 

R 

as at 30 June 2009 

Service debtors 

Rates 

1,838,814 


1,838,814 

Refuse 

- 

- 

- 

Total 

1,838,814 

- 

1,838,814 

as at 30 June 2008 

Service debtors 

Rates 

2,983,763 


2,983,763 

Refuse 

190,453 

- 

190,453 

ital 

3,174,216 

• 

3,174,216 


Rates: Ageing 
Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
91 - 120 Days 
121 -365 Days 
+ 365 Days 
Total 


156,974 

114,217 

88,490 

82,333 

462,757 

934,044 

1,838,814 


5.639,637 

(766,700) 

13,994,017 

5,639,637 

(1,844,241) 

104,102 

(1,844,241) 


13,994,017 5,639,637 

13,994,017 5,639,637 
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MBONAMBI MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


Summary of Debtors bv Customer ClassMisation 


as at 30 June 2009 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
91 - 120 Days 
+ 365 Days 
Sub-total 

Less; Provision for doubtful debts 

Total debtors by customer classification 


3 OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Insurance claims 
Subsidies 
3 ad reinstatements 
unauthorized expenditure 
Other debtors 
Prepayments 
Total Other Debtors 


Note 

2009 

2008 


R 

R 

Consumers 

Industrial / 

National and 


Commercial 

Provincial 



Government 

R 

R 

R 


63,273 

89,738 

3,963 

46,841 

62,529 

4,848 

32,286 

53,131 

3,073 

322,056 

86,967 

136,065 

- 

934,044 

- 

464,456 

1,226,409 

147,949 

464,456 

1.226,409 

147,949 

Notes1-10'!A686 

- 

- 


756,653 

2,978,150 

756,653 

2,978,150 
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MBONAMBI MUNICIPALITY 
NOTES TO THE FiNANANCIAL STATEMENTS 
for the year ended 30 June 2009 







MBONAMBI MUNICIPAUTY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2008 







MBONAMBl MUNICiPALITY 



NOTES TO THE FiNANANCIAL STATEMENTS 



for the year ended 30 June 2009 



5 INVESTMENT PROPERTY CARRIED AT FAIR VALUE 





investment 

investment 


Reconciliation of carrying value 

Property:Houses 

Property:Land 

Total 


R 

R 

R 

as at 1 July 2008 

1,100,000 

490,000 

1,590,000 

Cost 

1,100,000 

490,000 

1,590,000 

Correction of error 




Change in accounting policy 




Accumulated depreciation and impairment iosses 

- 


* 

Acquisitions 

- 

- 

- 

Depreciation 




Carrying value of disposals 


- 

- 

Cost 

- 

- 

- 

Accumulated depreciation 

- 

- 

- 

Impairment loss/Reversal of impairment loss 

- 

- 

- 

Transfers 

- 

* 


Other movements 




as at 30 June 2009 

1,100,000 

490,000 

1,590,000 

Cost 

1,100,000 

490,000 

1,590,000 

Accumulated depreciation and impairment losses 




The effective date of the valuation was 1/06/2006. Valuations were performed by an independent valuer, J.A. Holtzhuizen [Professional Valuer], of J.A. 

Holtzhuizen. The valuer is not connected to the entity and have recent experience in location and category of the investment property being valued. The 

1 valuation was based on ooen market values. 






22 



MBONAMB! MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2009 


5 PROPERTY , PLANT AND EQUIPMENT 
Property, plant and equipment 


6 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 

T rade creditors 
Leave and Bonus Accruals 
Other creditors 
Total creditors 

The fair value of trade and other payables approximates their carrying amounts. 


7 CONSUMER DEPOSITS 

Refuse and Water 
Total consumer deposits 


8 VAT PAYABLE 
VAT payable 

VAT is payabie on the receipts basis. VAT is paid over to SARS only once 
payment is received from debtors. 


9 VAT RECEIVABLE 
VAT receivable 

VAT is claimable on the payment basis. 


10 PAYMENTS RECEIVED IN ADVANCE 

Payments received in advance - Deposit on the sale of Land. 


11 PROVISIONS 

Provision for Leave and Bonus 
Total Provisions 


12 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Unspent Conditional Grants from other spheres of Government 

MIG Grants 

Other 

Other 

Other Unspent Conditional Grants and Receipts 

Other 

Other 

Total Unspent Conditional Grants and Receipts 

Non-current unspent conditional grants and receipts 
Current portion of unspent conditional grants and receipts 


Note 


2009 

2008 

R 

R 

18,364,768 

. 

18,364,768 


26,726,761 

- 


314,292 


2,790,663 

26,726,761 

3,104,955 


2,264 

8,464 

2,264 

8,464 


124,286 


1,578,155 

1,987,858 

1,869,587 


1,167,826 

810,700 

1,167,826 

810,700 









(6,632,195) 

11,260,125 


See Note 31 for reconciliation of grants and receipts. These amounts are invested 

in ring-fenced investment until utilised. Notes15-61'IA291 




